OFFI CE OF THRI FT SUPERVI SI ON
APPROVAL OF APPL| CATI ON For CONVERSI ON

Order No. : 98-15
Date: February 12, 1998

Bay State Federal Savings Bank, Brookline, Mssachusetts (the
"Savi ngs Bank"), filed on Novenber 17, 1997, as anended on January
23, 1998, and February 5, 1998, with the Ofice of Thrift
Supervi sion (rors"), an application (the "Application") for
approval to convert froma federally chartered nutual savings bank
to a federally chartered stock savings bank pursuant to Section
5(i) of the Hone Owners' Loan Act of 1933 (the "HOoLA"), and 12
CF.R Part 563b. I n connection with its conversion to a stock
savi ngs bank, the Savings Bank has forned a hol di ng conpany, Bay
State Bancorp, Inc., Brookline, Mssachusetts (the "Corporation"),
which will acquire all of the Savings Bank's capital stock to be
I ssued upon conversion. The Savings Bank al so has subnmitted a
proposggbcharter and byl aws for approval pursuant to 12 C F. R
Part 563b.

In addition, the Savings Bank has requested the waiver of
certain provisions of the OIS Conversion Regul ati ons, under 12
C.F.R Part se3b, for the proposed contribution by the Corporation
of an anmount of its common stock equal to 8.0 percent of the
shares to be sold in the conversion, between 120,700 shares (at
the mnimun) and 163,300 (at the naxinun%, to The Bay State
Federal Savings Charitable Foundation ?t e "Foundation"), a
private foundation that is being established in connection wth
the conversion and that will be incorporated under Del aware | aw as
a non-stock corporation. In order to allow the proposed
contribution by the Corporation to the Foundation, the Savi ngs
Bank has requested that the OIS waive the foll ow ng provisions:

§ 563b.3(c) (1) (a converting association shall issue and sell its
stock at a total price equal to the estinmated pro forma narket

val ue of such stock); § s63b.3(c) (6) (any shares not sold to
subscribers shall be sold in a public offering); § 563b.3{(c) (7)
(the total shares subscribed for or Purchased py any group shal
be subject to alimt of the total offering of shares, which is
1.0 percent under the Plan), and § s63b.3(c) (10) (all shares sold
In the conversion shall be sold at a uniform price).

For the reasons set forth in the Corporate Activities digest,
dated February 12, 1998, including the therein referenced
Corporate Activities D gest acconpanying Oder No. 96-44, dated
May 14, 1996, and in the legal opinion fromthe Business
Transactions Division, dated February 12, 1998, the Application is
hereby approved, the proposals by the Savings Bank's board of
directors to anend the Savings Bank's charter and bylaws to read
as set forth in the Application are hereby declared approved, and
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12 C.F.R. § 563b.3(c) (1),(c) (6),(c) (7), and (c) (10) are hereby
wai ved to the extent necessary to allow the proposed contribution
to the Foundation by the Corporation of an anmount of its conmon
stock equal to 8.0%of the shares to be issued in the conversion,
provided that the followi ng requirenents are fulfilled:

(1)

(3)

(4)

The Corporation's capital stock to be sold in connection with
t he conversion of the Savings Bank shall be sold in
conpliance with the restrictions contained in 12 CF.R §
563. 76;

Promptly after the conpletion of the sale of all the shares
of capital stock to be sold in connection with the

conversion, the Savings Bank shall submt: (a) a
certification by the Savings Bank's chief executive officer
stating that all the shares proposed to be sold have been
sold, the price at which they were sold, and the date of
conpletion of the offering; (b) seven executed copies of the
proposed anendnents to the Savings Bank's charter, the
appropriate formof bylaws as prescribed by 12 CF. R § 552.5
and a certification by the Savings Bank's secretar% that the
copies are in conformty with the proposal of the board of
directors adopted by the Savings Bank's nenbers; and (c) a
statenment by the Savings Bank's independent appraiser that,

to the best of his/her know edge and judgnment, nothing of a
material nature has occurred (taking into account all of the
rel evant factors including those which would be involved in a
chan%e in the maxi mum subscription price) which wuld cause
hi mher to conclude that the sale price was not conpatible
with his/her estinmate of the CDrForation's and the Savings
Bank's total pro forma nmarket value at the tinme of sale;

That the follow ng general principles of conversion contained
in 12 CF.R Part 563b shall apply to the Corporation and, if
appl i cabl e, any successor corporation subsequent to the
conversion as If the Corporation were the converting

associ ation: 563b.3(i), 563b.3(c) (9), 563b.3(c) (17),
563b.3(c) (18), 563b.3(c) (19), and 563b.3(g);

For a period of one year followng the conpletion of the_
conversion, neither the Corporation nor the Savings Bank
shall, wthout the prior witten consent of the Director,
Corporate Activities, or her designee, take any action with a
view toward a transaction which woul d require stockhol der
approval under 12 CF. R § 552.13(h);

The establishment and funding of the Foundation with an
amount of the Corporation's common stock equal to 8.0 percent
of the Corporation's common stock to be sold in the
conversion is subject to the approval of a majority of the
total outstanding votes of the Savings Bank's nenbers
eligible to be cast at the special neeting to be held to
consi der the proposed conversion;



Order No. : 98-15
Page 3

(6) In connection with the establishnent of the Foundati on,
including the instrunents creating the Foundation and any
gift instrunent for the proposed contribution to the
Foundation by the Corporation, the Savings Bank and the
Corporation are directed to inplenent the follow ng
requirenents:

(a) The Foundation shall be subject to exam nation by the
OrS, at the Foundation's own expense;

(b) The Foundation shall conply with all supervisory
directives inposed by the OIS

(c) The Foundation shall provide annual reports to the OIS
describing the grants nade and grant recipients;

(d) The Foundation shall operate in accordance with witten
policies adopted by its board of directors, including a
conflict of interest policy; and

(e) the Foundation shall not engage in self-dealing and
shall conply with all |laws necessary to naintain its
t ax- exenpt status under the Internal Revenue Code;

(7) In connection with the establishnent of the Foundation, the
Savings Bank and the Corporation are directed to inplenent
the follow ng requirenents:

(a) The stock certificates for any shares of voting stock of
ei ther the Corporation or Savings Bank contributed to
t he Foundati on or otherw se acquired by the Foundati on
shall bear the follow ng |egend: "The shares represented
by this stock certificate shall be considered, by the
board of directors of the [Corporation or Savings Bank],
as voted in the ratio as all other shares voted on each
and every proposal considered by the stockhol ders of the
[ Corporation or Savings Bank], for so |long as such
shares are controlled by the Foundation;"

(b) Any gift instrunment for any shares of voting stock of
ei ther the Corporation or Savings Bank contributed to
t he Foundation shall be conditioned to provide that the -
shares of the Corporation for so long as such shares are
controlled by the Foundation shall be considered by the
[ Corporation or Savings Bank] to be voted in the sane'
ratio as all other shares voted on each and every
proposal considered by the stockhol ders of the
[ Corporation or Savings Bank];
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(c) The Corporation and Savings Bank are required to
consi der an% shares of the Corporation or Savings Bank
controlled by the Foundation as voted in the sanme ratio
as all other shares voted on each and every proposal
consi dered by the stockhol ders of the Corporation or
Savi ngs Bank; and

(d) the certificate of incorporation of the Foundation shal
provide that the directors of the Foundation shall vote
any shares of the Corporation or Savings Bank controlled
by the Foundation in the sanme ratio as all other shares
voted on each and every proposal considered by the
st ockhol ders of the Corporation or Savings Bank;

The Ofice of Thrift Supervision will waive one or nore of
the conditions (7)(a)-(d) above, upon subm ssion of:

(1) an oPinion satisfactory to the OIS fromtax counsel that
conpliance wth any of the conditions (7) (a)-(d) would
cause the Foundation to (1) lose its tax-exenpt status
or otherwi se have a material and adverse tax consequence
on the Foundation or (2) be subject to an excise tax
under § 4941 of the Internal Revenue Code of 1986, and
based on tax counsel's opinion, OIS shall deem any such
conditions so waived to be void and of no effect ab
initio, provided that such determ nation of voidness
shal | not affect sharehol der actions already taken; or

(i1) an opinion satisfactory to OIS from Del aware counse
that conpliance with one or nore of the conditions
(7) (a)-(d), respectively, would cause a violation of
Del aware state statute or common |aw, provided, however
that the OIS reserves the right to wthhold waiver of
one or nore of the conditions (7) (a)-(d), respectively,
if OIS reasonably determnes that federal |aw pre-enpts
the application of Delaware state statute or common [ aw,

In the event that the preceding condition nunber seven is
waived in whole or in part, or for any reason becones
unenforceabl e, and provided that the Foundation controls
voting stock of the Corporation or Savings Bank, the D rector
of the OIS, or her designee, may either

(a) inpose a condition that provides that a certain portion
of the nmenbers of the Foundation's board of directors
shal | be persons that are not directors, officers or
enpl oyees of either the Corporation, the Savings Bank
or of any affiliate thereof, or

(b) inpose such other conditions relating to the control of
such conmmon stock of the Corporation or Savings Bank as
is determned to be appropriate at that tinme; and
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(9) The Foundation shall be subject to the restrictions on
repurchases of Corporation and Savi ngs Bank stock under 12
C.F.R § 563b.3(g) and any purchases of such stock by the
Foundation shall be aggregated with any repurchases by the

Corporation or the Savings Bank, for the purposes of such
restrictions;

(10) A proposed operating plan for the Foundation acceptable to
the OIS Regional Director shall be submtted to the OTS prior
to the consunmati on of the conversion;

(11) Pronptly after consunmati on of the conversion, seven executed
copies of the follow ng docunents shall be submtted to the
OrS: the effective Foundation charter, byl aws, operatin?
plan, conflict of interest policy, and gift instrument for
the contribution of Corporation common stock to the
Foundation; and

(12) Conpensation paid to Foundation directors who are not
directors, enployees or affiliates of the Corporation or
Savi ngs Bank shall be subject to the prior review of the OIS
Regi onal Director.

The proxy soliciting material included under Itenms 3 and 4 of
the Application, and the stock offering materials included under
Item 3 and Exhibit 2(b) of the Application are hereby approved,
provided that the followi ng requirenents are fulfilled:

(1) The Corporation's capital stock to be sold in connection with
the conversion of the Savings Bank shall be sold in
conpliance with the restrictions contained in 12 CF.R §
563. 76;

(2) Any additional Proxy soliciting or stock offering nateri al
not authorized for use by this order are filed wth and
cleared by the Chief Counsel, or her designee prior to use;

(3) Wthin eleven days after the date of this approval, unless
extended by the Chief Counsel, or her designee, the Savings
Bank shall submt to its nenbers the plan of conversion,
together with the ﬁroxy solicitation materials identified as
Items 3 and 4 of the Application; and
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(4) The Corporation's capital stock to be sold in connection with
t he conversion shall be sold for not |less than $30,175,000
(at the mninmum nor nore than $40,825,000 (at the maxi num
and approxi mately 50% of the net proceeds received by the
Corporation fromthe sale of such capital. stock shall be
contributed to the Savings Bank in exchange for all of the

capital stock to be issued by the Savings Bank in connection
with the conversion.

By the Order of the Director of the Offige of Thrift
Supervision, or her designee, effective — Z. .

—

John_£. Ryan o
Act#hg Executive Director, Supervision



